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Ms YIP Yok-tak, Amy, Chief Executive Officer, DBS Bank (Hong Kong)
Limited:

Yes, Mr Chairman, | am.
T

Thank you - T2 f: » {REE & B7E4H 20H Ay FH A7 AT £ 1Y
FE - RAH260 /R EGMER T — 7 3XF - BIV/NEZR
B X HFDBS)35E - L RBHAERSTIEAA/NLEES
7R 5E o SO E Ry a4 2

Ms YIP Yok-tak, Amy:
Yes, Mr Chairman, | am.
FE -

Thank you - T2 f: » {REE & B7E4H 23H AV EH A7 AT £2 1Y
FAE - RAH29H mI/NE E G W ERRZ T — 03X - BI/NVHE
B X HFDBS)SHE - L (R RGIEAA/NELEES
7R 5E o SO Ry a4 2

Ms YIP Yok-tak, Amy:

Yes, Mr Chairman, | am.
e

I
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BEZ L FE 20104 23H MR LR /R - SHE A BN A AE F
MR EER  EERBS B NI 215 E (business decision) -
HELLHME—T ERTEENETHE B FEHEEEB R
EooHEHBEAERTRFEFREEREER > MATRERE
=ERIR?BELL -

Ms YIP Yok-tak, Amy:

Thank you, Mr Chairman. In reviewing the distribution of investment
products through the consumer bank, in line with what believe is general
market practice, we feel that it is appropriate for our staff to engage in
distribution on an agency basis and not an advisory basis. In other words,
our staff would not be granting investment advice but actually will be
conducting suitability due diligence and matching the product risk and
features with the potential investor's investment and risk profile.

/K-

=7+ 5 35 DLE = FHEJ Constellation Notes% %1345 5] » H
BESRHIE B —(H"& B 2 L F " (Blinformation provider) » §§ A
BHEAF PRGN TEEmRE ? B L -

MsYIP Yok-tak, Amy:

Thank you, Mr Chairman. Prior to suggesting that the Constellation
Note may be a suitable product for the potential investor, the sales staff is
required to go through an 1PQ process. The IPQ process, which has now
been renamed to another name, is a process through which the customer's
investment profile, namely, the customer's investment needs, his income, his
financial assets holdings, hisinvestment horizon, his experience.......

T/ -

Ms YIP Yok-tak, Amy:

Yes.
FE
...... RAEHZOEXRAME.....
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Ms YIP Yok-tak, Amy:
Sorry.
TE

------ BB BA - MRBRYIBA 5 —HF AAEIREAT » R
AOe] HESHSE (H AL ? IR - MEERNR SRR ERE
FEaf s - HIEUR 2R L& R ﬁﬂjz{’]“mﬁ{/\_% AR & &
B

Ms YIP Yok-tak, Amy:
The staff having established the investor's ......
TE

HERBIREATE — L F A IR ERRMAHREE 2 R 2R
> FEREAZHRFEA  EEDIEIEEEE T -

Ms YIP Yok-tak, Amy:
Alright.
ZE -

WA R P T2 —EEE8H 1 FBIRIE—HEE/yE
FE o IRAEE......

Ms YIP Yok-tak, Amy:

So, Mr Chairman, if | understand you correctly, you would like me to
conduct a sales process on the product withyou ......

Chairman:

That'sright. If | were the client sitting in front of you, what would you
be saying to me in promoting your Series no. 34?

Ms YIP Yok-tak, Amy:

Yes.
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EE -
T .
Ms YIP Yok-tak, Amy:

First, Mr Chairman, thank you for your interest in DBS in this product
that you've heard about. Prior to discussing the features of the product, we
would need to establish the suitability of the product with you, with your
personal circumstances. So, if | have your permission, can we please now go
through and establish your investment needs, your investment profiles and
your risk tolerance.

In terms of establishing your investment needs and your financial
background, can | ask you what your age is right now, please? Um, aright,
you are aged 60, for example, ......

Chairman:

Say, 85.
Ms YIP Yok-tak, Amy:

Oh, 85. If you are 85, | would not suggest that this is an appropriate
product for you initially, namely, because of the mismatch that would occur
between the tenure of the product and your age. If | may have alittle more
detalls as to your financia standing, as to how much assets you have, do you
have any income right now, or are you relying purely on your returns, on your
interest income or your returns from your financial assets right now?

E/E

T BRAEROE B AR > BElE R EMA R 5 - HHEE
(& B2 F A0 (=] fE - B A R T - A R AY B R 2 W26(C) 3
Item 27-Annex 3 > & H IR E A B89 & & | 3% 5% i (Bl Suggested
Script) N B 3R 2 F - "W B AR S EE g - W ESEKRZE -
MEEEMEE  THHFETRERE " ET R TE EHE
EEMETTERSEMESS ) " BREEHE A B ERHBES T T T
BERUEKREERRE? GCTHEEREBEERT - BT 2R ? &
7t e
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Ms YIP Yok-tak, Amy:

We are referring to the Suggested Script. You may notice from the
Suggested Script that it is very descriptive in terms of the various product
features. It basically goes through al the risks in a question-and-answer
format. It goesthrough all the product features, it goes through therisks. It
realy does not make a recommendation. It does offer a series of
descriptions.

T/ -

B TEL L BUEE BRI H TR S G R T
8 » i DlieHE LM ERERE ANLFE - BIaR 2 E & IR
B B HEEE R B IR 6 R EEE 8B E
75 o OB UE & (F 257 v DLES (R Bl ¥ s R SR A0 o EL S A O Th i
MR " e fERE A b - El e r] G2 AE 1R H 55 /b — ([ 4 2
Ko ME TR AR A —EWME - BN — 2 52 2 R b
S3A0 SCER ¢ IR B (B 7R fR (R 8] & 4 B BR < Rl £ S8 (5 SR D 8
AL EARAGERAT....." FESH » " A (R E U7 IR B9 B R OR
MR - T HR2TERAER" - "HEERE S B 5 e 8H
WEAATHREEE I - Rt n] DU E 100%4 5 [5] H S =
FIE" i B 1E S M ER G Sk - "HREREH - LR h
HEERNFREAGEEMEES  RMEENARES » WH
HAR® o | " o R %55 A W] E 2 IR £ H AR ] DL IR M B K &
B REA LA M ELETLMES  BRNERZHE
EAJERMEER » BAH L -

Ms YIP Yok-tak, Amy:

Mr Chairman, if | may go back to the first point and refer us to the top of
the page, on page 1, this conversation and this FAQ would most likely not
take place if you were aged 85 and over because this conversation and the text
of this conversation would only take place with a customer who has, on his
own initiative, established interest in the Constellation Note. And then we
would also like to refer you to point 15, which is, we would have to do a
suitability assessment prior to discussing to establish whether this product is
suitable.

EE

HE Ext SREEENR Hwea e it & oz
BER » AR RZ AR - RRER S SR - FrdFrEs

&
55
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R (R AR AR R M R AE R R i &R (7 A ) - Tl
FER AR A A EUE 2 R R E - S IREYEKE B IR AE R
ey TiE - AaTPlEmER M AR EE Lk 2 (KE
TR AR S I B LR B 84 sE A BUSRIE 2

Ms YIP Yok-tak, Amy:

Mr Chairman, | may refer to the submission, many parts of which deal
with our training provided to our staff which are very specific as to how they
conduct the conversations and how they provide information. We aso have
submitted in our submissions incidences where the staff has been found to
have engaged in advisory in which case the staff would have been re-trained
and, if necessary, the proper reprimand — the appropriate reprimand would
have taken place.

E- 2
HHYREE RS » MR GHEEMN -
AL RS m B E— R PRB Ay AL & (L [/ 5 -
BEL#HL -
EF o AR EEE L LM E -

EE o B — R - TE e R AF G R B R KB
2 PE60% 35 F e AL H B RS M M Ay N F o TBE — i E 2 KR
AP 0 AE B A E R - TR MY ECRGE B CRTTHIEUR - 22
ZEEE RBR R &R 7

EE -
A
Ms YIP Yok-tak, Amy:

il
anf
|

oF
ch
%ﬁlﬁ
il

Thank you, Mr Chairman. The decision to launch these products was
very much in line with what the market was offering to similar investors
through the consumer bank at the time, having taken into consideration the
product due diligence process.
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EE

I
il

BREHA -

EE - BB R 2 RRTT B e B EAHB Y - 2R
R ST DN B i 5E A B A SR IR B RE RO Y

ZE
A
Ms YIP Yok-tak, Amy:

&

Asfar as| am aware, similar products were aso being offered at the time
by consumer banks and other financial institutions in Singapore to consumer
banking customers.

T/ -
%
EEE#ER -

ERE - B AE B B AT [R] S5 0 ] R AR RS R mR R o AP R
e AR - REEEELE - (RATZES
(B (E 4 2w - ER R EEIRATHEHES NS - K42l
Mgl ir - ZE2 MR E T 5 55t X7 e v

FE
ErA
Ms YIP Yok-tak, Amy:

il

i
I

ﬂllﬁ

Mr Chairman, at the risk of repeating myself, if | may, we have pointed
out that, one, the staff are not allowed to engage in unsolicited calling; two,
the products in general are only offered to primary target customers after
having gone through the due diligent risk matching process.

e
%

\IIn

il
p=q3314
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EEL#A

ERE o LN E ' E A 2 2 R M By Bk & LR F AU 5
EORG  MREFWES - e LR - DL CE (FH#

&N 7
E- 2

HA LT EHIERENGES ZMH IR — SR ARE ...
EEE#ER -

BlIE Foia it 8 R AR R 2 B 2 - TR Ry it 5 R 4t 2 R R AR R
1y e

EE -
o i
Ms YIP Yok-tak, Amy:

Mr Chairman, | don't really understand the gquestion, but if the question
iIswhether DBS, in conducting the sales of these notes, has breached any rules,
| would say categoricaly, overdl, as far as | am aware, the selling process
have been in line with regulatory requirements.

T/ -

il
@#{é
\IIn

EEL#ES

FRE - BT R% - 7% 608 & oy - IR M AE S K g #
EEMEmMSEAFTFFERELS  SHRTEZEZ  ECELES
H Ry A0t 77 2k 5 0E AL e Y

FE
ErAt
Ms YIP Yok-tak, Amy:

ﬂllﬁ

Mr Chairman, | cannot speculate. My answer is, basically, the products
had gone through the due diligence process at the time of launch. They were
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deemed at the time suitable for the marketplace as well as for the customers
with the right risk profile.

E/E

i
s
\IIn

BEE#ER -

E R PR RE AT B EAS ELE 0 9E 5 B R R IR AR BT HE 58
HY 6078 /& i By iy (0 Bl H R e By g b 2 BV B ER AT 0 (R O2 A IR AR
(RIETEMETE » & B SRR AT E S - B e S
G R B AT Ry B B fSUPE W 2

EE -
o i
Ms YIP Yok-tak, Amy:

&“R

Mr Chairman, DBS conducted itself properly within the course during
the course of distributing its products.

A
g# A
EEL#ES

ERE - HWEERET B BB RNESE > FiRAETHEN
FESKSHEMEERE  BIHEALEE ? R —E ZFMA N - 55
NIB W E E AL S B

EE -
o i
Ms YIP Yok-tak, Amy:

Mr Chairman, ......
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EE -

mEHME AT ER R EAEFENEA - RBEEFREERX
{fq -

Tt o
Ms YIP Yok-tak, Amy:

Mr Chairman, | would like to inform Mr Chairman that there are no cues
being passed right now. In response to the question, the losses that have
arisen are due to atotally unexpected and unforeseen bankruptcy of Lehman
Brothers. In assessing the risk of the product prior to and at the time of the
launch of these products, DBS conducted the proper due diligence.

E/E

i
@#E
i

EEL#ES

ERE - BB EEE R ANE e £ KMAE
FMEERGRZANE  EHEF - M EHBERE2775AH
T sF » ar 7 T (RIEH R (RE HENAFR
FEREGWITmER? e AERELE NEG R BRELRE
B R BRI IE 2

FE
Er At
Ms YIP Yok-tak, Amy:

&“R

Mr Chairman, at the risk of repeating myself, the number of complaints
rose dramatically post the bankruptcy of Lehman Brothers. In the course of
reviewing the complaints, we have conducted a very strict complaints
handling process and in order to ensure equity and equal treatment to every
case, prior to the Lehman bankruptcy, out of over 3 000 transactions, we had
received four complaints.

EE

I
B
il
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BEL#HL -

R EELXENERT  RRHEANF GBI ATRRTEE
FEE 2 W 2 R AT BE & T k5] o (HREGE Ml 2 R RS R R EE
BRHEMEMBAT  ERXREBMMAEMERL ANERZE TEERZA
EiEERESHWEL  WHEMMEREERERE - HEHAF
{8 {lE] A sz AN M AF HE BRI s m = AP Er - B0 #R 2
¥ B N F By 2 ) B aT I AR A 2 WE 2

EE -
TE A .
Ms YIP Yok-tak, Amy:

Mr Chairman, the number of complaints we have received on the
Lehman-related Constellation Notes is unprecedented. The number of
complaints or the ratio of complaints in this instance, we do not consider to be
an indication, or to be any indication, of DBS staff not having engaged in the
proper selling process.

E R BAT AT A A DL AS — A M S LR A B AT AR AR H A
By AZ TT 2 IR A0 R At A A2 1588 - i W BT B 8 B A K 2
FEEZEGEE@WO - A8 A A& 2 MmN HEEE 2
BABEEIRBANE » 202 7

EE -
TE A .
Ms YIP Yok-tak, Amy:

Mr Chairman, in conducting the sales of these notes, DBS Hong Kong
staff had gone through the proper know-your-client procedures as well as the
risk rating and we believe that, at the time of sales, our staff and our Bank
understood the risk tolerance of the note holders.
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FE
=B

EFE - B ELE - (REEE RHEHE L - B4 2
e IR IRTT 1Y 3 36 B (77 7 i ) BB N F B IETE 275K A il
MELEZR > WRODEZRBMM > EESEE A ETFEEM
A B B 1Y R (B B OR e Y

EE -
TE A .
Ms YIP Yok-tak, Amy:

Mr Chairman, the answer is"no".

A
OK- T —fi2RETEE
REZHER -

TR BB REZE L LR HW26(C) - SH 1158 - HE KL
MER - FLE L EER - IR A —HEH EiE S ZHER
g1 AR NIRFEERER S - 55 HABAE 18 E o 88 i I g 5
B MILIAEE > EFE—HXHERN - (REGRELEREL A
A - R —MXH - REBEFLEE —EFENE - A&
e 5 P £ % & F 8 H 4 - H — 3 Ar iR 89 conflicting
messages » & ¥ & A EHE -

ERHMHETRA  BEg g eMERIERES KM
EREGERRE - g HaREgRE 7 IRMIyEa T » 5855 MM
HEECHAAETERER ? HhEFREERME 2 N REE X
DAk - ZeMmyHER MR AT - € B THIL G H#ER - &
REfzgd  SREBBRERERAR - NhAEE& LHRER
goim e N o B A o WREF - B UL IR AY44.5E - (R
MAERERES S8 T RS L ERHEELKRF LY
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EE -
T .
Ms YIP Yok-tak, Amy:

Mr Chairman, the two questions being, one, in the process of our
reviewing the complaints received on the Lehman Brothers-related notes, have
we reprimanded — have we terminated any employment, is that the one
question? Because......

REZZS -
XIEEI o
Ms YIP Yok-tak, Amy:

Sorry, yes. Becausethereis...... iIf that is the question, in the process of
reviewing these in the past 18 months, we have not found evidence —
sufficient evidence to terminate any of the employees on mis-selling.

FE
SR 1B & [E] RS 7 N < B
Ms YIP Yok-tak, Amy:

Have | answered your question?

REZHR -
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Ms YIP Yok-tak, Amy:

Mr Chairman, yes, there were staff who left the Bank voluntarily during
the past 18 months of investigations and staff turnover is nothing to be
surprised about. In investigating the cases where the staff have departed, we
have, to the best of my knowledge, located many of the staff who have
departed in order to obtain their recollection of the events relevant to the cases
at the time.

T/ -

REZ#ER -

CEERIANEG  FEEEBKAEN 20 TLERR
g -2

EE -
Tt o
Ms YIP Yok-tak, Amy:

Actually we have been ableto locate most. Asfar as| can recollect, we
have been able to locate most. There might have been one or two incidences
when we've not been able to locate the staff, but most of the staff, yes.
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Ms YIP Yok-tak, Amy:

Mr Chairman, the sales material, particularly these sales/marketing
material, have all been vetted both internally as well as externally by the
regulator. | do not understand the reference to conflicting information,
because the accuracy of the information are all verified internally by Legal
and Compliance. | am not aware of any of our staff who have engaged in the
distribution of these Notes who are under such stress as described by the
Honourable legidative councillor and | would like to remind that in our
submissions, we have actually gone through the sales process, the risk
disclosures, so and so forth, quite repetitively, as well as the training. So |
don't think that you would want me to repeat the description of the whole
process again.
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Ms YIP Yok-tak, Amy:
Um hum.
K

=
RnEE -
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Ms YIP Yok-tak, Amy:

p=q1)

=
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Mr Chairman, staff turnover rate is part of any business. And we are
talking about an investigation process that began in September 08 and has
been on-going now for one and a half years. So in the course of this time,
there will be staff turnover, and staff turnover, when we conduct our exit
interviews, tend to be based on better prospects elsewhere, they may want to
go into another industry, and the reasons that the staff have resigned, as far as
| can recall from reading the exit interviews, have not been out of line with the
usual list of reasons for departing from the bank.

ET &
REFHA -

Hr] A A DA — 1 - B i A — SR 3 2 0 22 2 A R e s
ANEFEET  MAEREIHE o A HE R 5C B SEASIE 2

EE
Tt

30.04.2010 p.19



EEMREESE B HERMESZ R EEEEMESTSENEENLEESY
Legidative Council Subcommittee to Study Issues Arising from Lehman Brothers-related
Minibonds and Structured Financial Products

Ms YIP Yok-tak, Amy:

There are rare incidences where we've not been able to locate the staff in
guestion, in which case we've had to rely on other information, the balance of
the information in reviewing the merits of the complaint.
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Ms YIP Yok-tak, Amy:
Y es, Mr Chairman, we will.
e
OK » #i#f - #EERFHHE -
HNERXER -
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Ms YIP Yok-tak, Amy:

Mr Chairman, the tellers at the counters are not allowed to sell the
products.
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Ms YIP Yok-tak, Amy:
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Asthereis astrict unsolicited call rule within the branches, the tellers do

not refer the potential investor to the investment area for finding more about
30.04.2010
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the product unless the customer himself or herself express an interest in the
product.

FEX#ER -

glEa -
FEXER -

& A REMRM B E BT - 55 B R M2 20 ] 15 055 L&
HFEWE
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KR ERZ AERER - BB -
T/ -
B -
Ms YIP Yok-tak, Amy:

Mr Chairman, whether the customer is an existing securities transactor or
whether the customer is not an existing customer, the staff would have to go
through the risk assessment, the K'Y C risk assessment, product risk matching
process before the product can be introduced.

BN ERXHR -
HEHEREA.....
A
gliEa -
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Ms YIP Yok-tak, Amy:

| would hope that we have sufficient service mindset so that the potential
customer would be sitting down, because it's rather a long process of the
discussion.
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Ms YIP Yok-tak, Amy:

Mr Chairman, we do not conduct time in motion studies at the consumer
bank to determine how long it takes to engage in a certain level of activity.
However, this processis...... thisisa...... as with any investment product, the
information gathering and the risk matching as well as the introduction of the
product, description of the product features and so and so forth can be very
time consuming, and it is my general understanding that the sales may not
necessarily occur immediately upon the introduction and the description of the
products. The customers very often have to go back, think about it, so on
and so forth.

FEX#ER -
ARt 2aft ...
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Ms YIP Yok-tak, Amy:
Mr Chairman, as I've explained, it'sadifficult question ......
Prof Hon Patrick LAU Sau-shing:
Why difficult?
Ms YIP Yok-tak, Amy:

...... to answer because we cannot determine exactly how many hours it
takes to sell a product like this in order to engage in the full disclosure and
risk matching, alright.
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Ms YIP Yok-tak, Amy:

Mr Chairman, we do not have actua records of how long it takes to
complete a transaction of this nature because the process itself can vary,
aright? What | can say is that many times the transaction is not conducted
after one meeting. It isactually quite an exhaustive process.

FEXER -
NRERRE .
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BliEE -
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Ms YIP Yok-tak, Amy:

Mr Chairman, now that the HKMA and the SFC have put in much more
explicit requirements as to the confirmation of the risk disclosures, the product
risk matching exercise. Right now, to engage in — and since we are not
selling this product any more, but | can say that in engaging in a full
know-your-client, 1PQ, risk product matching or risk disclosure process, so
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and so forth, just those details itself non-stop from one end to the other end,
we estimate would take about three hours at |east, two to three hours.
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Ms YIP Yok-tak, Amy:

Mr Chairman, the best | can estimate would be that it would be probably
multiples of what the time requirement is now to conduct an end-to-end
transaction. 1'd say at least six hours, five to six hours.
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Prof Hon Patrick LAU Sau-shing:

Fiveto six hours?
ZE -

------ FOZ AT BEANZ6 - TH/NGEEE MW Y
Ms YIP Yok-tak, Amy:

| mean | can only estimate, | can only estimate.
FEE#ER -
5+ 6/NFf 2
E/E
R&EERE—B -
HEHES
AR IR E TR R -
/K-
PR NECRCE SR ¥ - I
FEX#ER -
MEgEER » Fat -
E/E
6 T /N 7 — M F AREE
Ms YIP Yok-tak, Amy:

Mr Chairman ......
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Ms YIP Yok-tak, Amy:

Mr Chairman, the question that | am faced with right now is to provide
an estimate because we don't have actual numbers. So the best | can do is
really to provide an estimate based on the selling process as they are required
now on a product that is not similar to this.

T/ -
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Ms YIP Yok-tak, Amy:

>

Actualy, Mr Chairman, | am sorry, | am looking at you, aright.
Chairman -

Y ou should be looking at me when you are responding.
Ms YIP Yok-tak, Amy:

| am, | am. Now, Mr Chairman, would | be allowed — would we be
allowed to have another person perhaps explain this? Because | don't seem
tobe......
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Ms YIP Yok-tak, Amy:

| would say | would estimate that the process would be in hours.

Chairman -

In hours?
Ms YIP Yok-tak, Amy:

Yes, in hours.
FERER -

B N
A

BIRRAE L TRl A W B - A6 TH/NE T 2.

MsYIP Yok-tak, Amy:
Severa hours.

ZE -

...... inhoursT - BIEEUNRET -
Ms YIP Yok-tak, Amy:

Severa hours.
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Ms YIP Yok-tak, Amy:

Mr Chairman, we have not sold a product like a Constellation structured
product since September 07, so the sales that we are conducting right now are
other products.......
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Ms YIP Yok-tak, Amy:

The products that we're engaged now are similar to products sold then
which would be a range from structured deposits to unit trusts, to insurance
products, possibly to fixed income bonds, the full range without structured
notes of this nature.
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Ms YIP Yok-tak, Amy:

Mr Chairman, | do not see the relevance of the question.
HNEXZS -
RERKRE » £ -

A
fraf— R AR BIRRE (R B WHIFE#E 7 RHE -
FEXES -

CLET 2 R E 5 2 %é%ﬁﬁiﬁé » IR AR 5
o B REEFELE S T o A0 & E AV E D%%Eﬁuﬁu
M FEReaH&E T  HEsREEME -

EE

B ERHR -
el

E- 2
mMERIZRBEELNONERE M AEE 7 EE2

iy

H 15

30.04.2010 p.34



EEMREESE B HERMESZ R EEEEMESTSENEENLEESY
Legidative Council Subcommittee to Study Issues Arising from Lehman Brothers-related
Minibonds and Structured Financial Products

BN ERXHR -

88 -
A

...... B EEER T L
BNERHESR -

B’ BERET o
e

Tt e
Ms YIP Yok-tak, Amy:

Mr Chairman, | don't see — | really don't — | don't know how to answer
that question.
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Ms YIP Yok-tak, Amy:

Mr Chairman, the sales practice now is not different from the past in
terms of the due diligence process that the staff must engage in.
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Ms YIP Yok-tak, Amy:

Mr Chairman, the most relevant test is not how much time was spent, but
how well and how clear the product features as well as the disclosures were
made.
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Ms YIP Yok-tak, Amy:

Mr Chairman, | think in the past few minutes, we have gone through that
answer in many waysand it isnot a"yes' or "no" answer or question.
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Ms YIP Yok-tak, Amy:

Mr Chairman, the relevant documents that must be provided to the
customers were provided. That was put into the sales guidelines.
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Ms YIP Yok-tak, Amy:

Mr Chairman, thisisthe IPQ form. Asfar as| am aware, a copy of the
completed IPQ form should be provided to the customer upon its conclusion.
Thisis clearly documented in our selling guidelinesto our staff.
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Ms YIP Yok-tak, Amy:

It is in the selling guidelines and if you will give me a minute ......
(rustling sound of paper)

Werefer to ......
EE -

e
Ms YIP Yok-tak, Amy:

...... exhibit W26(C) Item 27-Annex 2, under section H, "1. Please
remind the customers to read the Program Prospectus, Issue Prospectus and
Addendum, especially the section on 'Risk Factors, before submitting the
application."
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FHE

TEA A .
Ms YIP Yok-tak, Amy:

If the prospectus had not been offered or provided to the customer at the
conclusion of the sale or in the course of the sale, it would have breached a
guideline. However, does that item itself constitute mis-selling? | think

that the case has to be viewed together with al the other relevant facts of the
case.

ET &
2 E
HAEAA -

R 3R R R T A B A A B T 0 TR BR A A o B
PR A B - T S E T 2

F— o MRFFAAEHF — BRI A" " 7" rp 2 K 8 b 19 %
Fr"oR o ER HNE - EEE MREFFRTRALESE
REMHEWRBEE" A E2BRAR - ER - ARIEER
R R A £ G B AGE &R E &L Y

FE
ErA
Ms YIP Yok-tak, Amy:

Mr Chairman, the IPQ form itself is a series of questions, a composite of
which translates to a risk disclosure. It is not a term and condition of a
transaction. At the same time, it is during the sales process it's made very
clear to the customer what the risks are and the mgjor risk is it is not a
principal protected structure and the customer can run the risk of losing the
entire principal. The decision to purchase is a decision of the customer ......
(Some people in the public gallery clamoured)
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Ms YIP Yok-tak, Amy:

The ultimate ......
TH:

Ms YIP Yok-tak, Amy:

Thefinal decision to purchaseisthat of the customer's decision.
TE
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Ms YIP Yok-tak, Amy:

Mr Chairman, we do not cheat our customers. Even a deposit placed
with a bank, should a bank go bankrupt, without deposit insurance, the
depositor could stand to lose the entire principal of the deposit.

EE
"
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Ms YIP Yok-tak, Amy:

Mr Chairman, the credit rating — first, none of the collateral was invested
in anything sub-prime.  All the collateral at the time of investment were rated
triple-A, (The buzzer sounded) and the credit rating of the reference baskets or
entities are also investment grade.  So, in terms of arelative security vis-a-vis
the probability of default of the collateral was similar to that of other triple-A
rated issuers which would be similar to a US treasury issue, alright. Interms
of the explanation of the collateral, the instructions were given that the
description of the collateral is that they are all triple-A rated interest-bearing
Instruments.
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EE -
T .
Ms YIP Yok-tak, Amy:

Yes. At thetime of conducting the sales, the staff in question had been
trained and provided with the same guidelines and the same supervision as all
other sales staff. Now, we have reviewed every case that she has conducted,
and we have settled al the five cases that she transacted in.
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Ms YIP Yok-tak, Amy:

| have reviewed the cases of complaints that have come to us. | may
not be able to recall because there're over 2 700 cases, | may not be able to
recall at this instant all the specific details with relation to any one specific
case.
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Ms YIP Yok-tak, Amy:

rﬁ lL/l/l

Yes. At thetime of making the decision to compensate, yes.
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Ms YIP Yok-tak, Amy:

| cannot remember the specifics because | have reviewed over
2 700 cases, but we can revert with the details.
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Ms YIP Yok-tak, Amy:

118
fir

Mr Chairman, we reviewed every case on its own merits. There are
2 775 complaints, if | may recall, alright. Therefore, it is not unusual that at
thisinstant | cannot recall the specifics of the case.
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Ms YIP Yok-tak, Amy:

Mr Chairman, every case is important. | am personally involved in
reviewing every single case, dright. At the time of making the
compensation or deciding on the compensation, | was fully aware at the time
of all the cases and the pertinent facts. These cases also involve individuals
as well as the privacy of the individuals, as well as the privacy of our former
staff. Now, Mr Chairman, if you would like to have the information, | have
aready offered to provide the information post the meeting.
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Ms YIP Yok-tak, Amy:

Mr Chairman, may | consult legal advice?
T/ -
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Ms YIP Yok-tak, Amy:

Mr Chairman, if | remember correctly, | have asked for legal advice
twice in the course of the hearings. In addition, | have not sought
information from my colleagues who are sitting next to me. | cannot help it
if my eyes wandered around in the course of thinking, so please accept my
apologies. | have to repeat that at this very moment, | cannot recall the
details of the five cases that were compensated, that were sold by the
Relationship Manager under discussion right now.
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Ms YIP Yok-tak, Amy:

Mr Chairman, please accept my apologies. | am under oath, | will not
perjure myself. | really, at this instant, cannot recall the details of the five
cases. | have deadlt with over 2 775 cases.
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Ms YIP Yok-tak, Amy:

Mr Chairman, we have engaged in extensive preparation in order to do
justice to thishearing. Y ou can see from the amount of submissions we have
made, the amount of responses we have made. Now, if that aspect, this one
aspect is not in the submissions and is not in my recollection right now, please
accept my apologies.
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MsYIP Yok-tak, Amy:

Mr Chairman, please accept our apologies if you feel that we have not
done sufficient preparation. Now if the Honourable Mr TO's question is as
to whether | have recollection, my answer till is, right now, | do not have
recollection of the details of the five cases.
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"I confirm that we are not in possession of the information
requested by you." -
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Ms YIP Yok-tak, Amy:

Mr Chairman, we do not have that information.
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Ms YIP Yok-tak, Amy:
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As far as | am aware, the process is that the HKMA engages in the
investigation of these complaints. We do not get any information from them
as to the status of their investigations or the outcome of the investigations.
We do not have any more information than what they have published on their
website.
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Ms YIP Yok-tak, Amy:

We do not have that information from the HKMA.
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Ms YIP Yok-tak, Amy:

We do not have that information.
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Ms YIP Yok-tak, Amy:

Currently, | am not aware of any correspondences between myself and
the HKMA on these cases that have been referred to the SFC.
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Ms YIP Yok-tak, Amy:

| have not seen any correspondence between ourselves and the

Ms YIP Yok-tak, Amy:
...... on this.
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Ms YIP Yok-tak, Amy:

| am not aware of any correspondence between ourselves and the HKMA
on these specific topics.
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Ms YIP Yok-tak, Amy:

We do not have any correspondence.
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Ms YIP Yok-tak, Amy:

Mr Chairman, with respect to the follow-up question that we replied in
writing on 26 April 2010, we do not have any correspondence with the
HKMA. We do not have any more information than those available on the
website.  Now, that's the answer.
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Ms YIP Yok-tak, Amy:

Mr Chairman, the letter — the response is in two parts. The first part is
we don't have the information requested, and the second part is, furthermore,
with reference to the type of questions that are being asked, we then went on.
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Ms YIP Yok-tak, Amy:

Alright, with respect to the HKMA investigations, | again repeat, we
don't have any more information than what is on the website. Now, in terms
of the discussions with the SFC, there are ongoing discussions with the SFC.
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Ms YIP Yok-tak, Amy:

That we don't have. Excuse me, Mr Chairman, we don't have the
specific details.
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Ms YIP Yok-tak, Amy:

Mr Chairman, with respect to the questions and the information currently
being sought by the Honourable Ms Audrey EU, we really do not have
numbers, aright. But what | can say is, | am afraid I'm going to have to
repeat what we've expressed in the letter of 26 April, which is, we have
ongoing discussions with the SFC, the discussions are not yet concluded and |
respectfully claim public interest immunity in respect of the SFC ......

REBMEER -

Ms YIP Yok-tak, Amy:

...... discussions.
FEM#EA -

...... HLgiE —#h o T o
EY &
MsYIP Yok-tak, Amy:

Um hum.
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Ms YIP Yok-tak, Amy:

Mr Chairman, if the question is about the information, we don't have the
information. Now, in terms of my response, my comments about claiming
the PII, | can only say that that was in response to a request by the Honourable
Audrey EU for further information about the ongoing discussions with the
SFC. 9o, if | misunderstood the question and responded inaccurately, my
apologies.

T/ -
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Ms YIP Yok-tak, Amy:

No, no. Mr Chairman, my apologies. I'm getting a bit confused.
Yes, I'm getting a bit confused as to the question.

ET &
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& 12 "ongoing discussions" &k "our discussions with the regulators
continue" i — &5 47 ......
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Ms YIP Yok-tak, Amy:

Okay, why don't | ...... um, let me try to separate the question and the
answers into various parts, right. DBS has received 2 775 complaints from
our customers directly. How many of these customers have complained to
the HKMA? We don't know, we don't have that information. HKMA has
said publicly that they have concluded the investigations and they are
referring a number of cases over to the SFC. We do not know how many of
those cases that have been complained to the MA that are referred over to the
SFC are DBS's complaints, aright. That is my answer to the first part of the
guestion, alright.

The second part of the question which | may have misunderstood, my
apologies, is that, yes, there are ongoing discussions between ourselves and
the SFC, the content of those discussions, | have to clam — | have been
advised to claim PI1.

T/ -
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Ms YIP Yok-tak, Amy:

We actually believe that the discussions that are ongoing between
ourselves and the SFC will be fundamentally compromised if we are required
to produce the information requested, ......

/K-

Ms YIP Yok-tak, Amy:

...... or if we are required to discuss this right now.
TE

Bt REBNMMEZEG (LEHGAKERF) 85281
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/N RE T REFEHIEE » Bk - BBt FEREIREARE
ERETE DL L T A B R RE (F H AR R 7 Bl (ERefl — &y
MRRIE? SRETE?

Ms YIP Yok-tak, Amy:

| understand from the rules in the summons that we can request that the
discussion be held in a confidential hearing.
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Ms YIP Yok-tak, Amy:

Mr Chairman, we're prepared to do that. We're prepared to do that, Mr
Chairman.

EE -
ey WM EGRE FHEEZDE -
Ms YIP Yok-tak, Amy:

Yes.
E/E
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Ms YIP Yok-tak, Amy:

Yes, weare. Yes, weare.
EE

8 =115 AT 3 B9 th 2 R 8 -
Ms YIP Yok-tak, Amy:

Yes, we are.

FrEHHER -

30.04.2010 p.66



EEMREESE B HERMESZ R EEEEMESTSENEENLEESY
Legidative Council Subcommittee to Study Issues Arising from Lehman Brothers-related
Minibonds and Structured Financial Products

REBHA -
...... [ B 6 PR B R

...... 7B N o sE S A o0 th — S A
E/E

frEi e 1
Ms YIP Yok-tak, Amy:

Yes.
e

L EWHER - 552 WA 5 EHE -
Ms YIP Yok-tak, Amy:

Yes.
REBEA :
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Ms YIP Yok-tak, Amy:

Yes.
FEBMHEER -

EFE PR A R ERGE B F5 Bl iy [ E
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Ms YIP Yok-tak, Amy:

As | explained, we really don't have specific sales targets. Now, the
people that we employ to engage in sales and distribution are sales people.
So they would have a sales revenue target. Now, as we have responded, in
the course of the past few years, the key performance indicators of the sales
people composed of three components: their ability to achieve the revenue
sales, customer service and control and compliance. Now, the sales
achievement as a percentage of their overall evaluation has gone down from
60% in 2005 to 50% in 2007. Interms of control and compliance.......
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Ms YIP Yok-tak, Amy:
Okay, my apologies. We do not have specific sales targets, but can |

ask Ms Linda WONG to provide more information because thisis more in her
area?
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Ms YIP Yok-tak, Amy:

We will provide that information.
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Ms YIP Yok-tak, Amy:

Mr Chairman, can | get my colleague Linda to answer the question?
Because thisismorerelevant to ......
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Ms YIP Yok-tak, Amy:

Mr Chairman, as far as | know, the sales staff are not provided with
specific targets in terms of specific products, aright. Even at the sales
persons level, every year — at the end of the year, we engage in a budget
exercise, upon which we have certain revenue projections. Those revenue
projections are then divided into their possible sources. So in terms of
investment products, there would be a revenue we expect to be generated from
the sales of arange of investment products. That number is then sub-divided
into districts, into specific branches, and then based on how many sales people
they have, then to the specific sales person, and also depending on their
seniority.

So in terms of a sales target, they have a revenue target, but they don't
realy have a sales target, and this revenue number is very much determined
by the market conditions of thetime. So, for example, in 2007, the numbers
would have increased, the revenue target would have grown from 2006, but in
2008 and 2009, those sales revenue numbers or expectations would be lower
than 2007. And they are also reviewed on a quarterly basis based on market
conditions.
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Ms YIP Yok-tak, Amy:

Mr Chairman, | did not refer only to the period post 2008, | did say that
in the periods like from 2006 until 2007, the revenue expectations grew year
on year, but after 2008, the revenue targets for sales products actually came
down. Now, with respect to the evaluation of the staff, if they achieved their
revenue targets, then at this point, 50% of their performance, they would be
given a "satisfactory”, for example, or agrade. However, if they were found
to have control and compliance issues, then they can actually stand to lose that
50 points that they get for their sales achievement. And customer service is
another 20%, which would be, you know, what's the customer reaction and
have they received any customer complaints during the period under review.
| mean that's pretty clear. We are not trying to evade.
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Ms YIP Yok-tak, Amy:

)

i
=
il

%5073 2 B BT

Alright.  Mr Chairman, as | explained earlier on, we do have a
methodology for sort of taking the overall revenue forecasts and then divide
them (The buzzer sounded) to the district, to the branch, to the individual sales
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person. So an individual sales person would know roughly how much sales
revenues they are expected to bring in, let's say on a monthly basis, on a
guarterly basis. Those numbers are reviewed ......

EEHHAE -
BEaEETr » £ -
Ms YIP Yok-tak, Amy:

...... monthly and quarterly. And therefore, when those numbers come
in, if they achieve those numbers, they will get a 50% score on the
performance evaluation.
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Ms YIP Yok-tak, Amy:
Yes. Wewill do that.
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Ms YIP Yok-tak, Amy:

Okay, we are referring to 46.1(c). In the HKMA 2007 Reports, there
were two reports, one was the A Report and one was the B Report.  Right,
yes. With respect to providing investment advice to customers, the
customers are not supposed to — are not allowed to say to the customers, you
know, based on this and this and this, | would advise that you do such and
such and such, alright.

With respect to the specific mentioned here, perhaps we can refer to
Appendix 2 of the submission. | have it here, I'll read it here. There were
six recommendations that were made by the HKMA. One of them was to
improve the robustness of the IPQ form. Actually, one, two, three, four, five,
six. Five of them were to do with the treatment of the IPQ form and the
robustness of the IPQ form. The sixth point was to ensure that sales staff
were not providing investment advice to which we did the following: one,
we revised the terms and conditions of the securities account which the
customers hold with us that allow them to — that actually is the area where
they transact their securities with them, and then al sales staff were again
provided training on the "Do's and Don'ts' in relation to the provision of
investment advice and the first set of these enhanced training was done in
December 2006.
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Ms YIP Yok-tak, Amy:
Yes.
K

...... (C)Y(FI(I)Z % EERHRA : "The HKMA also identified
certain anomalies in certain account-opening documents"......

Ms YIP Yok-tak, Amy:

Yes.
E i
_— IRy E B2 8 - WA A Al £2 19 5L 72 A 7 AT B 3 A9 # 5
Ms YIP Yok-tak, Amy:
Yes.
EE -

S AR MAFRE ERERZW—J5H
MsYIP Yok-tak, Amy:

| will have to go back to the document, Mr Chairman. | don't
remember the very, very details, but | do remember that they made comments
about the terms and conditions of the agreement with respect to securities
trading — with respect to securities transactions and that was addressed by our
revision of the forms.
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Ms YIP Yok-tak, Amy:

Yes, yes. So the form specifies so that when the securities account
were opened, both the staff and the customer were reminded that the staff are
not supposed to provide investment advice.
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Ms YIP Yok-tak, Amy:

We reinforced staff training on the "Do's and Don'ts".
EE -
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MsYIP Yok-tak, Amy:

If I remember correctly, that case did not, but | will double check.
e

AR KREE ?
Ms YIP Yok-tak, Amy:

Yes, | will double check.
T -

AN AGEZEE N B E KA P T 5 6l R 72 (7
B AREER?

Ms YIP Yok-tak, Amy:

| personally do not know.
EE -
RN AN HIE & R A 17 F % 5 5 E A 8% 7
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Ms YIP Yok-tak, Amy:

It was an audit report, so the sample checking would have been
conducted by audit, and that would have been based on — could have been
based on a number of things, so | will have to check to be absolutely sure.

ZE
grAGRMESEALRHER > Ext?
Ms YIP Yok-tak, Amy:

Wewill doso. Wewill do so, Mr Chairman.
T

7 WEBIERERN > Bt RESFIH23H AR -
GRS RN 5B R F ALk AP 46H - {RER - "About 20% of
the compensation of the sales staff is linked to the revenues they
generated. Our staff are not on sales commissions." - $5§ 8 A &

) 20%0 57 B B fit 17 A] & SRAT A AR A 88  SE R E 2 S ES
SEIFAME BT » 2t -

Ms YIP Yok-tak, Amy:

Y es, this system was in practice before.
e

EAEEN? ECEKREEEHEANBENHMNEE &%
B HEFEWeEHE S IFEIE ?

Ms YIP Yok-tak, Amy:

Mr Chairman, the sales staff have a basic salary and then they would
have a component that we called variable pay. Variable pay being the
amount that they would receive on that variable pay would be based on their
performance evaluation of which a certain percentage will be the sales
revenues.

/K-

Tt R AR A AR HY - # A2 F R - B2 R E
g1

o
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i 7o EEEEHCE  IRTTHERAHSCERIRECEHEE A A
B ENEE 28 M20% g 25 a8 2 M ERE R
H 5 2

MsYIP Yok-tak, Amy:

| think | directly have not received such views. | will be very surprised
if staff did not engage in conversations among themselves or with their
supervisors about their income or their salaries. So, as far as | can
understand, the 20% variable pay isin line or is generally lower than the more
commission-based distribution rewards in the marketplace.

E/E

EZ L B RIN2008F10H 23H EEMAEZEIIRTT - 5
HHREE NBWEEGE NEHNBEEEHN(FFHFE
) » - M6%5 (5) &L #£ £ : "incentive schemes should not be
linked solely to salesvolume" - HitE SR AR ESE RS HEH
AMER LiliEHHERS GE 2 ER WA 2R G EEOTE
9H . 1% & Constellation Notes » {H LR {FI2K - 78 O 9 B SR 17
FEN - 7 B T B %A AT T B

MsYIP Yok-tak, Amy:

| will further verify that. As far as | can recall, the variable pay is
actually three components, and as I've mentioned before, even if a sales
person reaches his sales revenue expectations but has a customer complaint or,
on surface, is found to have committed a compliance issue, he would lose his
variable pay.

EE -
rEg &R HEft—LAREHNE -
Ms YIP Yok-tak, Amy:

Yes.
FE
OK: BHIRS KRB HHE T » iBHEMEE -
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Bi#EH#ER -
% IR o PoARBE AR 12 0 B R Pt RS ] B R A AT R
g

\S

E’JI{’E BEREA—(EE A" WEEF "G AHE - AR
EHMEEF XM DE T s MR E 7 KR EE
TEM% A g RIS  EEEE g MM

ZE
A
Ms YIP Yok-tak, Amy:

|
vz

Mr Chairman, may | ask my colleague Linda who has direct
responsibilities on this to provide the answer?

/K-
T2 £+
EFERXL -

T MEAFRNTHEEMAITEFEZE > infactHfMFE —
{lil % B Internal Control and Quality AssuranceEI’JJB MEHEEHET
fE-RZTHEFERBMOUANTEFESAEENEN - HA
il 7 3% B $E R IF 7 51 52 £ mystery shopping - 7 %Bﬁ e AR
EE  BIRAHE > WERZS —EW > 2/RLCIET - BIRTHIE -
WH®EESE - M E2ERERAY - s - FHHEST /M
SATHEBEE S K — K - L%%—{E%E’ﬁiﬁi . Tt 2 coverfit & 43
T ReHmEE—E S THE W = A [ #ysamples - 58 5t 2 %
A0 15 WY E o

A

& A -
FiEHES -

— & H KB % 2 D il 2
e

Tzt
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EFFRxL -
HEREHEFRZE  H......
KM #ER -
Rl fenl Lh......
E- 2
PRk B -
BiH#ER -

Ry BGE B W 7 AR 12 3. R BT B E S
& w12 M/l &= B8 S R 9 SC(1)-F(DBS) 1 A —
TH & R 9.11 » {REAE20075 12H TR N B AL F > D
wARZAEE — R BB & W B R -  E 10/ o 7T HI A - '
FWILESIEE I LB A E - AR 8 - £ - RERE
e E—fANRES - F8EKREHIRME  EFEEIBR

o E e LR 7
e

S il
EFFERKL -

T Q1IE RN FMAE T E R —IH & > J5 (#internal
audit X ERF Ml A BB IR ER ARG A A - R EHERMENERZ
ANFEHIERFT - & E H A FERY 7 =0 & B 22 T MRl A B /Y — £
- EERMFEIEFEIEY MK » HEZHRMAEFE T
o> AR kg R MM M TS BB —E R > LI
M & — F @y audit report summarizeif 5 H AP {# findings -

9.11%; B2 B 20074 12 H sET Tt W S - & P HIHHFE L
HMeE T o SREHFF AP R AENM G - & Kinternal
audit;Z F§ — il mystery shopping®#y ¥ = - {HAL A2~ XHHE
T 5k Bt DR 5 — i P 58 consistent iy statisticst] DL £ - SN E
FIEZEHZ - #Znreport/REHY - 3% K3 5t overal |58 3 At 1 2 i
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B NEMATE B FE L E - I E MR AR TIE A B &R
o RR 2R (B Y (2

EZ &
TR
BEHBA -

EE AR AT AN B R E 2 AP A R0 A B S SR AR - B
PAhFemi i » 074127 1958 — M - J2 52 A {5 HH B S R 2 A R
PRI E A S Y EIRZEE S 2 2B E S — B 7 8 E 261
7 2 N Ry iE XN H 8 - 5 AR MM EFAE - kX
B 0 B IRAT B BE B SRS R - A M D EOE — 2R B
MR ITAIE - HEEETINAEE > RREEFE N —XUHSH
WERFER GRE? N hEekERN —HHE -

TH:
FZr+t -
EFBX L -

e RMEE RBEREBRMATVER EHN — &
= Fe M 3P P9 Aryinternal control t 4 » 8¢ & internal auditty 7 » it
M#FEHBORAE &S > RMATENE TH —E ZEAE - L - I
MEY AT E A E SR @ s > st HERMEAMIETEN R EE
By - DLATHY B H 2Bt - BHEAN 2EKE -

M A EHE - EREDIET » BIEIRAM— B M.
R A LT EHR KA ERE - SEEEWEAFEOES -
Wi A4 9.1189 AR A& - 2 B AMEE 51 &0 » Bl J& 37 FX businessiy &5 Fq » Bl
NBE AT Consumer E B Y F G - HF—F M —HFEFT - EEX
7 F — {lE mystery shopperiy 2 =X, » & %5 H 38 £ & 37 A findings -
AR —E e MECAET — B~ F—F8E M
F AR > H OS54 Bl 45 B9 71 {lEl mystery shopper » Fe 54 F 2 F F]
NEEFAERERR..AIEE S TEHR EFC N FEGHEE®EE
FHEFEME - RERMUFTREEESNER —&K > RMER - &
O44F 3/ [ [ Bl 25 1505 {6 mystery shopperiy J2 =0 - H0 IKF i Fx 4
overal |y 43 & [ Z /Y » N+ %43 o {HEEmaterial time » fF
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Bl S KA E = FF - /£06 > OTRNHEHAN - HMEN
T2y o B A BOR AR E R WE 7 BE O A A — fE list
FRAEMEL  BERrAEWELSL  MEEHER - AIERZ S ZH]
BEREHEEREFRM -

E- 2
PRk B -
BiH#ER -

ERFE > E-REEAEHEMMEENATREN T HERE
—RAFETHAR - GG HE &S BE s - i A E A REE
bt oo WAEF AT E 2158 (8 L F A2 A or BOREH Y - 2 B M iy 3R
Bl BE-HITFNEHE > MMEFlsrg . BkED -
B2 » BTRM A2 s8R REIL®E S ? o] A n] DU R

i g — s 7

e
Ft -
EFERKL -
2 M RBT L% Amy DI T -

HMEERR..... 3 F (& mystery shopper » 5 i & /235
Ay ? A LA MEEET M LDAEBER S ZEIR - HTHE
AREER G P HERZ 5 2R BFERENRTE  HEMH
BT - MATRGE » MR MBI KE - IFEEME
M %5 - TR & & i (E B 50 B R AR B 1R A MR B M IR 17 K
P e AT DL JEHGE A — (55 =05 & |) - AN 2 AR R A ([ checklist
7 checkfili ¥y behaviour - & {#l 5 12 A # - A H i FHGER T -

A
REE B -
Ko #ER -
R ExLE2oEmE
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EE -
T .
Ms YIP Yok-tak, Amy:

Okay, Mr Chairman, if | may supplement. | think Ms WONG has
responded to the questions about the remedial actions taken after the mystery
shopping review. | think the other question that the Honourable Mr CHAN
may be referring to is what do we do with the findings of an internal audit
report. Our internal audit reports are scored based on "Satisfactory”,
"Amber" and "Red". "Red" means serious problems, "Amber" means watch
out and "Green" is satisfactory. If | remember correctly, this was a
satisfactory report. However, with the findings, we always have an action
plan and atime line against the action plan.  Internal audit as well as business
control and assurance ensures that the unit audited will implement the
remedial actions within that time span and then the next round of audit will
revisit the same issues. There is zero tolerance within the organization for
repeat offences.

ET &
Bt A -
B HAA -

ER . ER AR HK - HEEREERT &7
EHTREBE - HE HBEBERBFHRENTS - HITE
(B G F 4 - ES AN H BN E ... 5 A - 52 2 6%
T - F(DBS)6TIHL » (% T $5 8 B 4 - OB4E ~ OB4E » O74F &
2D E - 50% » 60%;E B T - (1% 5 IR U210 » 2055
T (R EE) - T BB RRMIER - BB IR R
WIS - S A R (G 2 R 43 B — B AR D By EL B DA -
B R G A B2 B T EE A 2N 8 4 kB T B AR R
- B A EIE TR - AR R AESE 2 A W - B MR R
TR o A RCAER {8 B 0 8 85 R A I B AR - 5006 -
60%;5 B T~ - 67 7 6 5t J2 B 05 3 B 110 0 6 B T S MMk — 52 4R
B 7D 2N T A AT A RS KT 0 @ R g ARE R E
TR 1 17 32 0 BRG E IR — S P AR B 65 E ORI RE IR 7 B R 2 Lo
L NET E R
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EE -
T .
Ms YIP Yok-tak, Amy:

Thank you, Mr Chairman. Actually, the customer service and control
and compliance together account for 50% of the evaluation. We look on
customer service, we look on control and compliance very, very strongly and
that's why it's been constantly 30%. So, in addition to adherence to the
compliance rules as they are laid down, the control aspects refer to the
attention to the details with respect to all the processes that we put in place,
many of which with the frontline would pertain to interactions and looking
after the customers interests. We separate out customer service in
specifically identifying if this sales person or this front-office person have or
does receive either customer compliments or customer complaints about the
guality of the service. So al in al it's fifty-fifty, and for a sales-driven
aspect of the business, which would be the sales and distribution side, the 50%
on sales achievement is actually on the low side of the industry.

A
OK - T —{iZ2MkisEa
BER#R -
EFE - NRBFRSHEBAETESLZEGHT  TUEREZEER

—g

FEh > WAREEHEELLEER - L+ FIR#E St
F(DBS)1 - w2 frih & 4 H 16 H $ M & B By 3l .2 1& 12 £t 45 Fe M /Y
’iﬂ B TE R B2 26 OB tH A Y AN 2 - B i DBSHY (N & 28 51 K¢

5 #1 89 T{F (internal audit and compliance) -

E/E

MRk B - 38 5 | A E R T B B RE - A SR 2 EE A
He A [l 3 1 B 22 7 4 e

BER#ES -

MAKRE-RNRBETHAFTEHFREGIMAE EE 5K ERE
H g -
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ET &
A -
REHAA -

— s AR (RS — T - 55 E R YI K - H9.1% 9.1155 115
BRI A T2003FEEHESHEZAINE NS ETR
P8 T AR P 208 2 6 2 findings -

EE -
A
Ms YIP Yok-tak, Amy:

Mr Chairman, the answers provided from 9.1 to 9.11 addresses the
guestion which is an account of the work done by both the internal audit
function as well as the compliance function within the bank for that period.

BER#ZSR -
FERE -

e
PREE S -

BERHS -

EiREE e A EEE - HF IR A 89 E E 2 confirmif
{ilcompletenessifit, - EEA M ZEEENREANRTEE R 7 H
e 2

ZE -
TEA A .
Ms YIP Yok-tak, Amy:

That's correct ......
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RERAA :

Sefe

B
Ms YIP Yok-tak, Amy:

...... for internal audit and compliance.
BRERES -

LT -
EY &

WA -
BERES -

CEy =3 i B TR = R B = R O (T I B S R 2
H— L R E ERETFE . RETFEMREZ®R 48

post-implementation review » &I ?
e

Tt
Ms YIP Yok-tak, Amy:

That's correct, Mr Chairman.
RERHA -

OK -
E/E

PREE S -
RERBA -

L EERF9.6 FEIMEE9.6 - (£ 9.6 E - (R iE 2
NEEFERZAEAENR » MERANE - HEHAE -LEFF
WA kL& - EHRTEEBFEZD > DIRLEAES
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D WMRAARREFEEREFEMN - F2d nl DLE &k DVE ‘G
Ho A 2

EE
e i
Ms YIP Yok-tak, Amy:

Mr Chairman, we will supply the information in writing.
e

Iy - B A -
BRER#ER -

T FeEE LFH9.8E - F9.8E 5 HI 20084 7H » H & All
e E =" EE AT AE H o R AFTEY R RS P AR T — £E h AR A i
o REBEGCINERETH  SAMMEENHR - —Ff2F %
BV A R E 1Y R F R "documentation lapses" - FAE R »
i& & Fr 55 "documentation lapses" /2 {5 & JEIE ? SR FHEHEEZ
BT R R 7 SE R — 4 -

g5 8B4y o AR - 1E9.8E% o Fen|alt {RaE (= FE YN &
B it © "recommended that business units act in accordance with
market practice when conducting sales of long tenor investments
to elderly customers over a certain age" - P E 5t & » I8 20
RMAHBE B FINRE — L RRE - RIPYE MG — EFE
R ANLHRE  ZRRTESH—-EBEHBE  #RasiEi - 248
FE 200847 H Z Hi - IR M2 12 B MR B 1 55 /Y5 (0 e 2

EE
Tt o
Ms YIP Yok-tak, Amy:

Mr Chairman, the answer is that prior to the July 2008 Report, we did
have a Golden Age Addendum in place where our sales people followed
further strengthened guidelines with respect to the sales of products to those
aged 65 and over. Subsequent to this report from Compliance, we put in
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place an enhanced Golden Age Addendum, the details of which | think we
have provided in the report, in our submission.

ET &
B -
BERBA -

L R Z AT IR AR AE - RIS =T 2 R IREF - B
HEZREREEABERT EENAFmEERNEZES - F
ZoW RoaEl AR 7 DLGE e N LAY RER AR R By
LeplE 2 bue 2 RIRIMAERAF AR - (RERME R -

EE -
o i
Ms YIP Yok-tak, Amy:

Mr Chairman, in terms of the number of complaints by age group, we
received a total of 277 complaints from accounts that had at least one
customer who was aged 65 or over, and out of these 277 complaints, we have
proposed compensation to 226 of the complaints and 202 of these have been
settled.

BEHAA -
£ -
ES &
B -
RERBA -

TR BEEREI....ERF  BHAK » EF 9.8 - [l
AIRBIF 27T R 2 > 655k DL By - REE MM T 2215 -
PRl 72 & 12 72 — S E R B X H M B B+ 5% i< propose
— {f settlement i J7 [A] & & JEE 2
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EE

Al SfeftE s amrt - EaL
RERBA -

(] F $E fH — &l 73 A7
Ms YIP Yok-tak, Amy:

Mr Chairman, we will do so.
/K-

PREE S -
BERHA -

o EE AR 9.9 - 9.9 2 - 1£20054 - il

HETNEER > FRP I RIEHWEE - B2 0 sk

[ S EJF > BE 2 "the daily customer suitability review procedures
were not effective in highlighting exceptions" - ) [H] E 5L & © i&
EREEEEGNHERF  EEEMR - 2 KA RO L 41
SMEDYI R - FFEZLH - THEEEEEN - B8 #
e RO - EIFE - fER — K EH > EAE Audltnoted

that" "sales process should be enhanced
to protect vulnerable customers." #[ /2 £ 2005F 11 - F A8 [ Y
B ZHIMZ % - MTEE JT R B BER R EARRE 2

B EFHERREE T 5%/ 5K H 38 tvulnerable

customers‘?

HZ o HEEERT  MRT S 2 HSORMB ?
EE -

K& 75 &t "vulnerable" ?
BERES

Vulnerable» & -
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EE -
OK - B+ -
Ms YIP Yok-tak, Amy:

Mr Chairman, taking the questions in sequence, the audit report actually
referred specifically to what we call securities trading transactions, and that
would be the purchase and sales of Hong Kong stocks by customers.
Um......

BERBA -

B BT 05 -
ES &

B S -
BERHA -

R EEER - 58 i B B & U5 e structured productE N — K HY -
HAE 2

E/E

T -
RERHA :

R 28 9.9 EHEHY -
Ms YIP Yok-tak, Amy:

That is correct.
A

PREE S -
BER#A -

OK o R JE R A 18] 2 38 2% 1 A B » B R i S i il 9 vulnerabl e
customeri' sales processHs &5 43 M -
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EE -
T .
Ms YIP Yok-tak, Amy:

Mr Chairman, as the report specifically referred to the securities
transaction account customers, the remedial action that took place after this
report in terms of enhancing the sales processes to protect the vulnerable
customers were specifically related to this section. However, at the same
time, we did review the overall account opening process, the KY C process in
the account opening as a reminder to both the customer as well as to the sales
staff of what their risk profiles and the risk matching should be.

BEHAA -
fF - R -

ES &
TR

RERBA -

g R E9.118 » R [F S M A FF B o8 OB (1 R (7 47 a7 2
&) - H9NIEER $EE - 20074 12H » AIE S HEFEH - (%
(PR P9 B 2 5 R R M — &0 {7 - RAEFR - (RMIRTHE %
AT ?

ZE -
TEA A .
Ms YIP Yok-tak, Amy:

Currently, we have over 50 branches and | think back in December 2007,
we probably had closer to 60, somewhere around 60 branches.

RERBA -
THE.....
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EF&

BE A -
RERFA -

...... f 119 (2 ) % N 98 2 7 100153 47 - R IR A BN ()~ (i) -
(i) + (i) (V) — EERFEE T —— AN
WUTETE o ROABFKRD - 7E 5 BLE S T AL R 2% - (119

T & P8 e 2= 40 IE - DA R {[E post-implementation review Y 7
REEER?

EE -
Tt o
Ms YIP Yok-tak, Amy:

Mr Chairman, do we answer the question again?

ES &
B EEHECHE  REEBET -
RERBA -
% FE WBRETEREFHEAG S ER -
ET &
R R -
REHAA -

MABEL > WAERE —ERE - EFE - W4 AT 28
H B #y Compliance Department i iy — 2L 5 & T {F - DL Rk N &f
Internal Auditff fy T{E# & - AR MMM~ E2H— B
—s& - fE 5 Hd fyaction plan - FARIL—f1 o 5 =HE - Ml
{fIHy TAE 512 - AP post-implementation reviewiy # & - F h
B —1r - ZH LR -
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EE -
AEEGREMt Bt
Ms YIP Yok-tak, Amy:

We will respond after the meeting.

E- 2

OK » 7f -

mEEMEEEE.. MAEGRE  2EHEE -
FEFE#ER -

ERE - WA ERBE N ERE » JRE KRR F Panel 1Y B {%
HHIA W2 EEHA - FEARAKENHEECS KB EE  JREEE
fEIE -

AR B & B 0 fE - Bt 2 IK M W26(C) 25 44.2E2 Fi 12
F —— WA RHEZEEREREEE —— EMEEN2 7755%
RAVE S - 636 S EE F A - EHARDLER AT - B 655
PLEWRIE 27755 » 5 22052 fI M - T &0 e 2R 23R R AN 1Y
BE o HEMMAERERT2EZREAR - THEME - SEET A
7 update— | - AR REE | F 62 [ E 605% - G H 2 Ko HliE 7

EE
o i
Ms YIP Yok-tak, Amy:

I'm afraid | don't have that information with me right now, and it would
take some time to re-compile the information.

EE
AEg®REdt v

Ms YIP Yok-tak, Amy:
Y eh.
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FEREZR -

ff o PR —H
A

Al ke it 2
Ms YIP Yok-tak, Amy:

Sorry, Mr Chairman, we will.
FEE#ZR -

OK -
FHE

OK - &
FEFHAR -

fEGIGRE AR IR ERE T - kMl D E EEEERE  EHE
B R PO TR DAL i AL AR 7

T/ -
2t

Ms YIP Yok-tak, Amy:

B
\IIn

Mr Chairman, most of the compensation was on an ex-gratia basis which
means that we really did not have a legal obligation to do so, but taking into
consideration the circumstances surrounding the cases, we felt that we would
provide the compensation. So this could include a number of factors such as
age, over-concentration, for example, yes.

/K-

o

i

%

p=q3314

==

\

=
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FEREZR -

HEME—H > A2 O EREMMERECHREHEMNEE
iy 2
A

Ext -

Ms YIP Yok-tak, Amy:

The exact ratio — the answer is actualy very few, but to give you the
exact number or the exact ratio, we would have to go back to our files and
extract them.

FEE#E -

o7 OB IR K EE AN AE & B R R (1 — X > o ATE
6367 caselly i (8 R A - AL A5 Ml 7 4t 3 i - A o0 2 A s @ 5 5H
B Ao el EFENRG  Sio2R BB ETREDN
B fR - DA HaE may EZEE R K - (R & BEERE Y

FE
Al A A LRt 2 L A o
Ms YIP Yok-tak, Amy:

We will do so, Mr Chairman.
T
OK -
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Ms YIP Yok-tak, Amy:

We will respond after the meeting.
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Ms YIP Yok-tak, Amy:

Mr Chairman, we have reviewed all the cases. However, we continue —
where they have been rejected, we continue to review those cases that have
appealed to us, especially where there is fresh evidence or fresh information
provided to us.
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Ms YIP Yok-tak, Amy:

Mr Chairman, at this point, we are still reviewing some of the cases.
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Ms YIP Yok-tak, Amy:

Mr Chairman, in reviewing all the cases, we actually contacted the
complainants directly and personally in order to get their relevant facts as well
for consideration. If, Mr Chairman, you allow me, | will ask my colleague
Ms Linda WONG to provide more colour to the response?
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Ms YIP Yok-tak, Amy:

At the very beginning of the process, we did try and talk to respected,
retired, independent third party persons who would work with our team to
provide that independence. Unfortunately we were not able to persuade
them to engage in these activities.
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Ms YIP Yok-tak, Amy:

Mr Chairman, if | remember from the conversations between ourselves
and the HKMA at the very early stages when we were formalizing and putting
together the complaints handling process, we did mention to them the
difficulties we were encountering in persuading a notable person to engage in
these activities. It was therefore at that time we brought in (The buzzer
sounded) a third party consulting firm — accounting firm to review our
complaint handling process. So that is the process itself.

Now, in the course of conducting the reviews, a great part of the number
of the complaints were actually vetted and conducted by a team of consultants
from yet another third party accounting firm. So as much as possible, we try
to keep that independence in the entire complaint handling process.
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Ms YIP Yok-tak, Amy:
We will respond.
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Ms YIP Yok-tak, Amy:

It applies to most of the cases, the percentage we will revert to you — the
percentage of that actual full 100% coverage as discovered ......
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Ms YIP Yok-tak, Amy:
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Ms YIP Yok-tak, Amy:

Yes, Mr Chairman, we will do so.
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